















































ZLWKRXW WKHP OHQGLQJ ZRXOG EH LUUDWLRQDO <HW ZKHUH D FRUSRUDWH
GHEWRUGHIDXOWVRQPXOWLSOHGHEWVVLPXOWDQHRXVO\WKHUHE\EHFRPLQJ
ILQDQFLDOO\GLVWUHVVHGWKHH[HUFLVHRIWKHVH SRZHUV LQGLYLGXDOO\ E\
FUHGLWRUVFDQOHDGWRDQLQHIILFLHQWµUDFHWRFROOHFW¶ZLWKDUHVXOWLQJ
GLVPHPEHUPHQWRIWKHGHEWRU¶VEXVLQHVV&RUSRUDWHLQVROYHQF\ODZ
HIIHFWV D WUDQVIRUPDWLRQ RI FUHGLWRUV¶ ULJKWV IURP LQGLYLGXDO WR
FROOHFWLYH ZKLFK UHPRYHV FUHGLWRUV¶ LQFHQWLYHV WR HQJDJH LQ VXFK
ZDVWHIXOEHKDYLRXU







ZKDW SD\RXWV" $ FRUSRUDWH LQVROYHQF\ SURFHGXUH PXVW SURYLGH D
PHFKDQLVP IRU UHVROYLQJ WKHVH LVVXHV )XUWKHUPRUH WKH WKUHDW RI
ILQDQFLDOGLVWUHVVFDQOHDGFRUSRUDWHPDQDJHUVWRWDNHULVN\JDPEOHV











PDGH DERXW WKH DSSURSULDWH REMHFWLYHV RI LQVROYHQF\ ODZ 1RQH RI
WKHVHSURYLGHVVXSSRUWIRUWKHODZDVLWFXUUHQWO\VWDQGVEXWUDWKHU









6HFWLRQ  RXWOLQHV WKH SULQFLSDO FRQWULEXWLRQV WR WKH ODZ DQG










UROH RI ODZ LQ JLYLQJ LQFHQWLYHV WR ILUPV DQG FUHGLWRUV ZKR DYRLG




%URDGO\ VSHDNLQJ µLQVROYHQF\¶ PHDQV LQDELOLW\ WR SD\ FUHGLWRUV
￿
+RZHYHUGHSHQGLQJRQWKHFRQWH[WWKLVFROORTXLDOXVDJHPD\UHIHUWR
DQ\ RQH RI VHYHUDO UHODWHG FRQFHSWV 7KLV VHFWLRQ ZLOO DWWHPSW WR
FODULI\GHILQLWLRQDOPDWWHUVDQGVHWRXWVRPHFRPPRQWHUPLQRORJ\7R
GR VR LW LV QHFHVVDU\ WR GLVWLQJXLVK EHWZHHQ  L 
EDODQFH VKHHW
LQVROYHQF\
 LL FDVKIORZ LQVROYHQF\ RU 
ILQDQFLDO GLVWUHVV
 LLL
HFRQRPLF IDLOXUH RU 
HFRQRPLF GLVWUHVV



















 WR UHIHU WR WKH FRQGLWLRQ H[SHULHQFHG E\ DILUP ZKLFK LV






















































SLHFHPHDO 5HRUJDQLVDWLRQ UHIHUV WR D ILQDQFLDO UHVWUXFWXULQJ RI D















WKH WHFKQLFDO GLIIHUHQFHV EHWZHHQ QDWLRQDO OHJDO V\VWHPV 8QGHU
(QJOLVKODZWKHUHDUHFXUUHQWO\IRXUFRUSRUDWHLQVROYHQF\SURFHGXUHV















VXFK DV UHFHLYHUVKLS ILQDQFLDO GLVWUHVV LV D OHVV H[SOLFLW EXW
QRQHWKHOHVV LPSRUWDQW SUHFRQGLWLRQ





WRILUPVZKLFKDUHRUDUHOLNHO\ WR EHFRPH ILQDQFLDOO\ GLVWUHVVHG








D IXQFWLRQDO FODVVLILFDWLRQ RI WKH IHDWXUHV RI FRUSRUDWH LQVROYHQF\
SURFHGXUHV$ILUVWSRLQWRIFRPSDULVRQLVWKHHIIHFWVRIFRPPHQFLQJ
DSDUWLFXODUSURFHGXUH7KHVHFDQEHVXEGLYLGHGLQWR LWKHHIIHFWVRQ








&9$ PRUDWRULXP SURFHGXUH WR EH LQWURGXFHG WKLV \HDU
￿￿









:KHUH FUHGLWRUV¶ LQGLYLGXDO FODLPV DUH VWD\HG LW LV QHFHVVDU\ WR
SURYLGHIRUVRPHQHZDOORFDWLRQRIULJKWVWRFRQWUROWKHILUP¶VDVVHWV
GXULQJWKHLQVROYHQF\SURFHHGLQJV7KHVHULJKWVPD\EHDSSRUWLRQHG
L WR DQ RXWVLGH DSSRLQWHH DV ZLWK &KDSWHU  ZLQGLQJXS DQG
DGPLQLVWUDWLRQ
￿￿ LL WR WKH GHEWRU¶VH[LVWLQJ PDQDJHPHQW DV ZLWK
&KDSWHUDQGWKHQHZ(QJOLVK&9$PRUDWRULXPSURFHGXUH
￿￿RULLL
WR D UHSUHVHQWDWLYH DSSRLQWHG E\ D FUHGLWRU RU FUHGLWRUV DV ZLWK
DGPLQLVWUDWLYHUHFHLYHUVKLS
￿￿$OORIWKHSURFHGXUHVZKLFKLPSRVHD
VWD\ RI FUHGLWRUV¶ FODLPV SHUPLW FRQWLQXHG WUDGLQJ RI WKH GHEWRU¶V
EXVLQHVVLQRQHIRUPRUDQRWKHU+RZHYHUVRPHVXFKDVZLQGLQJXS
DGPLQLVWUDWLRQ DQG 86 &KDSWHU  UHTXLUH WKH SHUPLVVLRQ RI WKH
FRXUW






















￿￿ 7KH RWKHU (QJOLVK SURFHGXUHV LQYROYH VRPH IRUP RI
µVFUHHQLQJ¶ E\ DQ LQGHSHQGHQW RIILFLDO$GPLQLVWUDWLRQ UHTXLUHV D






&9$ PRUDWRULXP SURFHGXUH ZLOO UHTXLUH WKH DSSURYDO RI DQ




ZKLFK WKH\ DUH JHDUHG WRZDUGV RU SHUPLW²OLTXLGDWLRQ RU





WKLV GLYLVLRQ LV TXLWH VWUDLJKWIRUZDUG &KDSWHU  SURYLGHV IRU
OLTXLGDWLRQ RQO\ ZKHUHDV &KDSWHU  LV JHDUHG RQO\ WRZDUGV
UHRUJDQLVDWLRQ0DWWHUVDUHPRUHFRPSOH[XQGHU(QJOLVKODZXQGHU
ZKLFKDVXFFHVVIXOUHRUJDQLVDWLRQLVOLNHO\WRUHTXLUHWKHXVHRIWZR
SURFHGXUHV 7KLV LV EHFDXVH WKH IRXUWK µLQVROYHQF\ SURFHGXUH¶
PHQWLRQHG²VFKHPHV DQG DUUDQJHPHQWV²DW SUHVHQW FRQVLVW RI QR
PRUHWKDQPHFKDQLVPVZKHUHE\DPDMRULW\YRWHRIFUHGLWRUVFDQELQG




SURFHGXUH EXW LQ SUDFWLFH WKLV LV UDUH GXH WR WKH GLIILFXOWLHV ZLWK
FRQWLQXHG WUDGLQJ $GPLQLVWUDWLYH UHFHLYHUVKLS KRZHYHU DOZD\V
UHVXOWVLQDVDOHRIWKHILUP¶VDVVHWVWRDWKLUGSDUW\7DEOHVDQG





RFFXU DW VHYHUDO OHYHOV DQG FRQVHTXHQWO\ SURSRQHQWV RI SDUWLFXODU





WDUJHW )LQDOO\ WKHUH DUH SUHVFULSWLYH GLIIHUHQFHV RYHU TXHVWLRQV RI
LPSOHPHQWDWLRQ²KRZWKHODZVKRXOGEHVWUXFWXUHGVRDVWRUHDFKD
JLYHQ JRDO 7KH PRGHUQ GHEDWH EHJDQ GXULQJ WKH V RYHU WKH
TXHVWLRQ ZKHWKHU LQVROYHQF\ ODZ GRHV²RU VKRXOG²VHHN RQO\ WR
PD[LPLVHWKHUHWXUQVWRSDLGFUHGLWRUVRIDQLQVROYHQWFRPSDQ\RU
ZKHWKHU RWKHU JRDOV GR RU VKRXOG PDWWHU VXFK DV SUHVHUYLQJ MREV
UHKDELOLWDWLQJ WURXEOHG ILUPV DQG SURWHFWLQJ WKH LQWHUHVWV RI ORFDO






FRUSRUDWH LQVROYHQF\ ODZ ZDV SULPDULO\ JHDUHG WRZDUGV WKH
PD[LPLVDWLRQRIUHWXUQVWRFUHGLWRUV-DFNVRQ%DLUGDQG
-DFNVRQ   3XW YHU\ VKRUWO\ -DFNVRQ DUJXHG WKDW
LQVROYHQF\ ODZ ZDV QR PRUH WKDQ D FROOHFWLYH GHEW FROOHFWLRQ





JURXSV IURP WKH PRPHQW WKDW WKH ILUP VHHPV WR EH LQ ILQDQFLDO
GLVWUHVV&RQVLGHUILUVWGLUHFWRUV¶GXWLHV,QWKHµWZLOLJKW¶SHULRGEHIRUH
OHJDO LQVROYHQF\ SURFHHGLQJV FRPPHQFH WKH SULPDU\ FRQWHQW RI
GLUHFWRUV¶ ILGXFLDU\ GXW\ RI OR\DOW\ WR WKH FRPSDQ\ VKLIWV WR
FRQVLGHUDWLRQ RI WKH SRVLWLRQ RI LWV¶ FUHGLWRUV
￿￿ )XUWKHUPRUH RQFH
WKHUHLVQRUHDVRQDEOHSURVSHFWRIDYRLGLQJLQVROYHQF\SURFHHGLQJV
GLUHFWRUV DUH VXEMHFW WR OLDELOLW\ XQOHVV WKH\ FHDVH WUDGLQJ RU WDNH







￿￿ ,Q WKLV IUDPHZRUN HPSOR\HUV VXSSOLHUV DQG
FXVWRPHUVDFKLHYHSURWHFWLRQVROHO\WKURXJKWKHLUVWDWXVDVFUHGLWRUV,W
PD\WKHUHIRUHVHHPUHDVRQDEO\VWUDLJKWIRUZDUGWRLQIHUIURPWKLVWKDW









￿￿ /LTXLGDWRUV DQG DGPLQLVWUDWLYH
UHFHLYHUV FRPH XQGHU VWDWXWRU\ GXWLHV WR UHVSHFW WKHVH SULRULWLHV
￿￿
6HFRQG FRUSRUDWH µUHVFXH¶ RU UHRUJDQLVDWLRQ SURFHGXUHV FDQ
OHJLWLPDWH RXWFRPHV ZKLFK GR QRW PD[LPLVH UHWXUQV WR FUHGLWRUV
3HUKDSV PRVW REYLRXVO\ WKH &KDSWHU UHRUJDQLVDWLRQ SURFHGXUH
IUHTXHQWO\ UHVXOWV LQ WKH µROG¶ VKDUHKROGHUV UHFHLYLQJ FODLPV LQ WKH
UHRUJDQLVHGILUPHYHQWKRXJKWKHIDFWRILWVLQVROYHQF\ZRXOGVXJJHVW
WKDW WKHLU FODLPV VKRXOG EH H[WLQJXLVKHG







WKH LQVROYHQF\ V\VWHPLV XQGHUVWRRG DV -DFNVRQ VDZ LW²VROHO\ D
UHVSRQVHWRDFRPPRQSRROSUREOHP²WKHQFRKHUHQFHZRXOGGHPDQG
WKDWVXFKGLVFRUGDQWSURYLVLRQVEHUHIRUPHG<HWDV(OL]DEHWK:DUUHQ











RI UHWXUQV WR FUHGLWRUV ,QVROYHQF\ /DZ 5HIRUP &RPPLWWHH 
SDUD 
￿￿ -DFNVRQ¶V FODLP WKDW WKH RQO\ OHJLWLPDWH JRDO RI
LQVROYHQF\ ODZ LV FUHGLWRU ZHDOWK PD[LPLVDWLRQ LV WKHUHIRUH D
QRUPDWLYHRQH
 1RUPDWLYHDQGSUHVFULSWLYHGHEDWH
7KH QRUPDWLYH WKHRULHV ZKLFK KDYH EHHQ FDOOHG LQ DLG RI SROLF\
SUHVFULSWLRQVIRUFRUSRUDWHLQVROYHQF\ODZDUHVWULNLQJIRUWKHLUYHU\





LV FODLPHG ZLOO IXUWKHU WKH JRDO LQ TXHVWLRQ /LWWOH DWWHPSW ZLOO EH
PDGHWRDGGUHVVZKHWKHURUQRWWKHSUHPLVHVRIWKHVHDUJXPHQWVDUHLQ
WKHPVHOYHVGHIHQVLEOHVXFKDQHQTXLU\ZRXOGEHIDUEH\RQGWKHVFRSH










WHQGLQJ WR PD[LPLVH WKH ZHDOWK DYDLODEOH WR DOO FUHGLWRUV 7KH
FUHGLWRUV FRPLQJ WR WKLV EDUJDLQ ZRXOG GR VR ZLWK GLIIHULQJ
HQWLWOHPHQWVXQGHUQRQLQVROYHQF\ODZDQGZRXOGQRWFRQVHQWWRDQ\
FKDQJHVZKLFKPDGHWKHPUHODWLYHO\ZRUVHRIILQLQVROYHQF\+HQFH
LQVROYHQF\ ODZ VKRXOG µUHVSHFW SUHLQVROYHQF\ SULRULWLHV¶ ,Q RWKHU
ZRUGVFODLPVDJDLQVWWKHVROYHQWILUPVKRXOGTXDGUDWHSHUIHFWO\LQWR
FODLPV DJDLQVW WKH LQVROYHQW ILUP ZLWK WKH H[FHSWLRQ WKDW L
VKDUHKROGHU FODLPV DUH H[WLQJXLVKHG DQG LL FRQWURO ULJKWV DUH
FROOHFWLYLVHG
2QHQRUPDWLYHIRXQGDWLRQIRUWKHµFUHGLWRUV¶EDUJDLQ¶IUDPHZRUNZDV






-DFNVRQ¶V K\SRWKHWLFDO EDUJDLQ ZKHUHDV FRUSRUDWH LQVROYHQF\ PD\
KDYH DQ LPSDFW RQ D ZLGH UDQJH RI RWKHU VWDNHKROGHUV .RURENLQ
 7KH DXWRQRP\ RI WKHVH ODWWHU SDUWLHV LV QHFHVVDULO\ QRW
UHVSHFWHGE\VXFKDQK\SRWKHWLFDOEDUJDLQ)LQDOO\LWVHHPVXQOLNHO\
WKDWVHFXUHGFUHGLWRUVZRXOGDJUHHWRDVWD\RIWKHLUFODLPVRQWKH
FRPPHQFHPHQW RI LQVROYHQF\ SURFHHGLQJV DV KDSSHQV XQGHU 86
EDQNUXSWF\ODZ
.RURENLQ  RIIHUHG DQ H[SDQGHG µFRQWUDFWDULDQ¶IUDPHZRUN











LQWHUHVWV RI WKRVH ZKR DUH PRVW YXOQHUDEOH .RURENLQ  
 +RZHYHU DV .RURENLQ IUHHO\ DGPLWV LELG   WKHVH
SULQFLSOHVFDQQRWEHHQDFWHGGLUHFWO\EXWPXVWILUVWEHIOHVKHGRXW
WKURXJKDVHULHVRIHYDOXDWLYHMXGJHPHQWVDERXWWKHSURSHUFRQWHQWRI
LQVROYHQF\ ODZ +H RIIHUV VRPH WHQWDWLYHSURSRVDOV ZKLFK LPSO\
DPRQJVWRWKHUWKLQJVWKDWLQVROYHQF\ODZVKRXOGEHFRQFHUQHGZLWK
LVVXHVRIGLVWULEXWLRQLQIDYRXURIQRQFUHGLWRUVZKRDUHDGYHUVHO\
DIIHFWHG ,Q FRQWUDVW 5DVPXVVHQ D DUJXHV WKDW SDUWLHV
FRQVLGHULQJWKHGHVLJQRILQVROYHQF\ODZIURPD5DZOVLDQµRULJLQDO
SRVLWLRQ¶ ZRXOG QRW ZDQW DQ\ UHGLVWULEXWLRQ WR WDNH SODFH LQ WKDW
IRUXP7KLVLVQRWEHFDXVHVXFKUHGLVWULEXWLRQVKRXOGQRWWDNHSODFHDW




$ VHFRQG QRUPDWLYH VWDUWLQJSRLQW LV WR EHJLQ ZLWK WKH ODZ¶V
LPPDQHQW YDOXHV DQG WKHQFH WR DUJXH WKDW WKHYDOXHV ZKLFK DUH
UHIOHFWHGLQWKHODZDUHWKHRQHVZKLFKRXJKWWRFRQWLQXHWREHVR
UHIOHFWHG








RI WKHVH YDOXHV DQG FRQVHTXHQWO\ KDV QR DQVZHUV WR WKH GLIILFXOW
TXHVWLRQVUDLVHGE\FRQIOLFWVEHWZHHQWKHPLQWKHDSSOLFDWLRQRIWKH
ODZWRKDUGFDVHV
$ WKLUG DSSURDFK LV DGYRFDWHG E\ *URVV  6KH EDVHV KHU
QRUPDWLYHSRVLWLRQRQµPXOWLSOHLQWXLWLYHIDFWRUV¶GUDZQIURPLQWHUQDO
UHIOHFWLRQRQKXPDQQDWXUHDQGIDLUQHVVLQWKHLQVROYHQF\DUHQD+HU




E\ WKH FXUUHQW ODZ +RZHYHU WKHUH DUH VLJQLILFDQW GLIILFXOWLHV
DVVRFLDWHG ZLWK EDVLQJ FODLPV RQ XQVWUXFWXUHG LQWXLWLRQV DV D
FRQVLGHUDWLRQ RI WKH ILUVW ZLOO VKRZ *URVV REVHUYHV WKDW FRUSRUDWH










(YHQLILWLVDVVXPHGWKDWSHRSOHDUHLQIDFW DOWUXLVWLF DW FRUH
￿￿L W
VHHPV WKDW D GLIILFXOW\ ZLWK WKH FODLP LV WKH OLQNDJH EHWZHHQ WKH




E\ MXGLFLDO GHFLVLRQPDNHUV ,W LV QRW FOHDU KRZHYHU ZK\ WKLV
SDUWLFXODU RXWFRPH VKRXOG EH OHJLVODWHG IRU ,I SHRSOHDUH HQWLUHO\
DOWUXLVWLFWKHQZHZRXOGH[SHFWWRVHHWKHPEDLOLQJRXWFRPPXQLWLHV




$ IRXUWK QRUP IRU GHYHORSLQJ SUHVFULSWLRQV IRU LQVROYHQF\ ODZ LV
HIILFLHQF\ 7KLV LV WKH VHFRQG UDWLRQDOH XQGHUSLQQLQJ -DFNVRQ¶V
µFUHGLWRUV¶ EDUJDLQ¶ LQ D &RDVHDQ ZRUOG RI ]HUR WUDQVDFWLRQ FRVWV
SDUWLHVZRXOGDJUHHWRDQHIILFLHQWDOORFDWLRQRIUHVRXUFHVUHJDUGOHVV
RI WKH LQLWLDO GLVWULEXWLRQ RI ULJKWV 7KXV E\ LPDJLQLQJ ZKDW VXFK
SDUWLHV ZRXOG FRQWUDFW IRU ZHUH WKH\ DEOH WR GR VR ZLWK IXOO
LQIRUPDWLRQ DQG DW ]HUR FRVW ZH DUH DEOH WR ZRUN WRZDUGV DQ
XQGHUVWDQGLQJ RI ZKDW WKH HIILFLHQW OHJDO UXOH ZRXOG EH &KHIILQV

7KHUH DUH RI FRXUVH GLIILFXOWLHV ZLWK WKH FODLP WKDW HFRQRPLF
HIILFLHQF\VKRXOGEHWKHRQO\RUHYHQWKHPRVWLPSRUWDQWJRDOIRUODZ
UHIRUP7KHVHGLIILFXOWLHVQRWZLWKVWDQGLQJLWFDQPDNHVHYHUDOFODLPV






















WR DFKLHYH RWKHU VRFLDO JRDOV ZKDWHYHU WKH\ PD\ EH +HQFH
ZKLFKHYHUQRUPDWLYHWKHRU\LVVXEVFULEHGWRLWVLPSOHPHQWDWLRQZLOO
EH VXEMHFW WR D UHJXODWRU\ FRVWEHQHILW FRQVWUDLQW 7KH ODZ DQG
HFRQRPLFV OLWHUDWXUH WKHUHIRUH SURYLGHV LQVLJKWV LQWR KRZ WR
LPSOHPHQWWKHJRDOVRIDQ\JLYHQWKHRU\,WLVWKLVUDWKHUWKDQWKH
LQKHUHQW QRUPDWLYH DWWUDFWLYHQHVV RI HIILFLHQF\ ZKLFK PDNHV LW
LPSRUWDQWWRSROLF\PDNHUV,WLVWRWKLVOLWHUDWXUHWKDWZHQRZWXUQ
 (FRQRPLFWKHRULHVRILQVROYHQF\ODZ
)LQDQFLDO HFRQRPLVWV YLHZ WKH FRVWV RI ILQDQFLDO GLVWUHVV DV D
FRQFRPLWDQWIHDWXUHRIGHEWILQDQFH7KHIXQFWLRQRILQVROYHQF\DQG





















EDVHG RQ 86 ILUPV VXJJHVWV WKDW WKHVH DUH UHODWLYHO\ VPDOO LQ
FRPSDULVRQ ZLWK ILUPV
 WRWDO YDOXHV
￿￿ 6HFRQG DQG SUREDEO\ PRUH
LPSRUWDQWO\WKHUH DUH OLNHO\ WR EH ORVVHV UHVXOWLQJ IURP LQHIILFLHQW
GHSOR\PHQWRIWKHILUP¶VDVVHWVH[SRVW,IIRUH[DPSOHWKHILUPLV
ZRUWK PRUH DV D JRLQJ FRQFHUQ WKDQ RQ D EUHDNXS EDVLV EXW
QRQHWKHOHVVILQDQFLDOGLVWUHVVUHVXOWVLQLWVFORVXUHWKHQWKHUHZLOOEHD





DYDLODEOH WR WKH FUHGLWRUV DERXW WKH ILUP¶V YDOXH XQGHU GLIIHUHQW








6PLWK DQG :DUQHU  %DUQHD HW DO 
￿￿7 K H V H F R V W V 












FRVWV LQ WKH VHQVH GLVFXVVHG DERYH ZLOO QRW EH VXFK D SUREOHP
+RZHYHU PDQDJHUV¶ LQFHQWLYHV PD\ EH DGYHUVHO\ DIIHFWHG E\
LPPLQHQWILQDQFLDOGLVWUHVV)LQDQFLDOGLVWUHVVIUHTXHQWO\UHVXOWVLQWKH
UHPRYDO RI FRUSRUDWH PDQDJHUV HYHQ LI WKH GHEW FRQWUDFWV DUH
UHQHJRWLDWHG *LOVRQ  *LOVRQ DQG 9HWVX\SHQV  7KLV
SURFHVVLVWKHGHEWEDVHGHTXLYDOHQWRIDKRVWLOHWDNHRYHUZKDWPLJKW
EH WHUPHG D µWDNHXQGHU¶ $UPRXU DQG )ULVE\  0DQDJHUV
W\SLFDOO\ILQGLWGLIILFXOWWRILQGWRSOHYHOHPSOR\PHQWDJDLQDIWHUWKLV
W\SHRIHYHQW*LOVRQ7KXVLQWKHµWZLOLJKW¶SHULRGSULRUWR
GHIDXOW PDQDJHUVPD\ KDYH VWURQJ LQFHQWLYHV WR µEHW WKH ILUP¶ RQ
KLJKULVNSURMHFWVVRDVWRDYRLGORVLQJWKHLUMREV$OWHUQDWLYHO\WKH\
PD\VLPSO\µJLYHXS¶WDNLQJWKHYLHZWKDWWKHSD\RIIWRWKHLUHIIRUWVLV





)LQDOO\ WKH DFWXDO FRQGXFW RI QHJRWLDWLRQV SHUWDLQLQJ WR GHIDXOW LV
OLNHO\ WR KDYH DQ DGYHUVH LPSDFW RQ PDQDJHULDO GHFLVLRQPDNLQJ
VLQFH WKH\ DUH OLNHO\ WR EHFRPH GLVWUDFWHG IURP UXQQLQJ WKH ILUP
0HJJLQVRQ
:HQRZWXUQWRDFRQVLGHUDWLRQRIYDULRXVOHJDOUHVSRQVHVWRWKHFRVWV
RI ILQDQFLDO GLVWUHVV 7KHVH FDQ EH XQGHUVWRRG DV IDOOLQJ LQWR WZR
FDWHJRULHVWKRVHZKLFKUHVSRQGWRWKHH[SRVWFRVWVRIHQIRUFHPHQW
DQG WKRVH ZKLFK VHHN WR HQVXUH HIILFLHQW LQFHQWLYHV H[ DQWH 7KH





UHVSRQVH WR D FRPPRQ SRRO SUREOHPV IDFHG E\ FUHGLWRUV 7KLV





XVH RI FRXUWVDQFWLRQHG LQGLYLGXDO GHEWFROOHFWLRQ SURFHGXUHV 7KH
OHJDOVWUXFWXUHRIWKHVHSURFHGXUHVLVDUFKDLFEXWWKHLURSHUDWLRQLV





LPPHGLDWHO\ WKH DVVHWV DUH VROG DQG WKH SURFHHGV SDVVHG WR WKH
FUHGLWRU :KHUH WKH GHEWRU KDV PXOWLSOH XQSDLG FUHGLWRUV WKH
FUHGLWRUV¶ FODLPV WR WKH SURFHHGV RI HQIRUFHPHQW SURFHGXUHV DUH
UDQNHGLQWKHRUGHUWKDWZULWVDUHGHOLYHUHGWRWKHVKHULII
￿￿













FROOHFWLYH GHEW UHQHJRWLDWLRQ SDFNDJH ZKHUHE\ VRPH ORDQV DUH
UHVFKHGXOHGRUFRQYHUWHGWRHTXLW\:KHUHHLWKHURIWKHVHVWUDWHJLHV
ZRXOG \LHOG D JUHDWHU WRWDO SD\RII WR WKH FUHGLWRUV WKDQ SLHFHPHDO
OLTXLGDWLRQ LW ZRXOG EH HIILFLHQW IRU WKHP WR DGRSW LW DV D JURXS





IURP PXWXDO FRRSHUDWLRQ DQG KHQFH HDFK FUHGLWRU ZLOO VHHN WR
HQIRUFH LI KH EHOLHYHV WKH RWKHU ZLOO FRRSHUDWH &RQYHUVHO\ DV
XQLODWHUDO FRRSHUDWLRQ LV ZRUVH WKDQ PXWXDO HQIRUFHPHQW HDFK
FUHGLWRUZLOOVHHNWRHQIRUFHLIKHEHOLHYHVWKHRWKHUZLOOGRVRWRR
&RRSHUDWLRQ LV WKHUHIRUH VWULFWO\ GRPLQDWHG E\ HQIRUFHPHQW HDFK
FUHGLWRULVDOZD\VEHWWHURIIHQIRUFLQJUHJDUGOHVVRIZKDWWKHRWKHU
ZLOOGR6LQFHWKLVSD\RIIVWUXFWXUHLVFRPPRQWRERWKFUHGLWRUVWKH









UHGXFH WKH FRVWV RI FUHGLWRU GHFLVLRQPDNLQJ E\ UHPRYLQJ WKH
SRVVLELOLW\ RI D 
UDFH WR FROOHFW 






















WDNHQ WKH ORZHU WKH GLUHFW FRVWV RI ILQDQFLDO GLVWUHVV
￿￿, W V H H P V
SODXVLEOH WKDW UDSLG GHFLVLRQPDNLQJ PD\ UHGXFH WKH 
XQFHUWDLQW\
FRVWV
 RI ILQDQFLDO GLVWUHVV 6HFRQG WKH DFFXUDF\ RI WKH GHFLVLRQV











DV D XQDQLPRXV GHFLVLRQ LV UHTXLUHG +HQFH PDMRULW\ YRWLQJ RU
GHOHJDWLRQRIGHFLVLRQPDNLQJWRDQDJHQWPD\EHQHFHVVDU\,QGHHG
RQHRUERWKRIWKHVHDUHIHDWXUHVRIDOOWKH (QJOLVKDQG$PHULFDQ




























0DUNHWRULHQWHG WKHRULVWV KDYH DUJXHG WKDW WKH EHVW PHDQV RI























WKLV UHVXOW FDQ EH SUHHPSWHG E\ FRPPHQFLQJ DGPLQLVWUDWLYH
UHFHLYHUVKLSRUDGPLQLVWUDWLRQSURFHHGLQJV









WKHLU LQWHUHVWV GLFWDWH (DVWHUEURRN 
￿￿ 7KH DGPLQLVWUDWLYH
UHFHLYHUVKLS SURFHGXUH LOOXVWUDWHV WKLV SUREOHP 7KHUH WKH GHFLVLRQ
DERXW KRZ WR VHOO WKH ILUP LV SODFHG XOWLPDWHO\ LQ WKH KDQGV RI D






RI WKH ZRUWK RI D EXVLQHVV LV D WDVN ZKLFK PDQ\ DUJXH WKDW FRXUW









6HFRQG WKHUH PD\ EH IDLOXUHV LQ WKH PDUNHWV IRU WKH DVVHWV RI
GLVWUHVVHGILUPV$JKLRQHWDO+DUW,IWKHUHLV
QRW D WKLFN DQG OLTXLG PDUNHW IRU DVVHWV RI WKH UHOHYDQW W\SH WKHQ
PDUNHWVZLOOQRWSURYHDQHIIHFWLYHPHDQVRIUHDOORFDWLQJUHVRXUFHV
6KOHLIHU DQG 9LVKQ\  DUJXH WKDW DW WLPHV ZKHQ ILUPV DUH
VXIIHULQJIURPILQDQFLDOGLVWUHVVRWKHUILUPVLQWKHVDPHLQGXVWU\
ZKR ZRXOG EH WKH QDWXUDO EX\HUV RI LWV DVVHWV  DUH OLNHO\ WR EH
VXIIHULQJOLTXLGLW\SUREOHPVEHFDXVHILQDQFLDOGLVWUHVVLVRIWHQOLQNHG
WR LQGXVWU\ZLGH GRZQWXUQV +HQFH DVVHWV ZLOO EH VROG DW D VHYHUH
XQGHUYDOXH
￿￿ )XUWKHUPRUH WKHUH PD\ EH DQ DGYHUVH VHOHFWLRQ
SUREOHP ZLWK SRWHQWLDO EX\HUV DYRLGLQJ WKH PDUNHW IHDULQJ WKDW
FUHGLWRUVZLOOSUHIHUWRUHQHJRWLDWHZLWKKLJKTXDOLW\ILUPVDQGVHOO
RQO\ORZTXDOLW\RQHV:HEE
$ SDUWLDO VROXWLRQ WR WKH OLTXLGLW\ SUREOHP LV WR DOORZ IRU WKH
SRVVLELOLW\RIQRQFDVKELGV7KXVWKHELGGHURIIHUVFUHGLWRUVVKDUHVRU
VHFXULWLHV LVVXHG HLWKHU E\ WKH ELGGHU DV ZLWK D WDNHRYHU RU





WKDQ FDVK &KDSWHU  UHRUJDQLVDWLRQ SURFHHGLQJV LQ WKH 86 DQG







UHGXFLQJ WKH FRVWV RI FROOHFWLYH GHFLVLRQPDNLQJ )RU H[DPSOH
FRQYHUWLQJDOOFODLPVLQWRHTXLW\ZRXOGPHDQWKDWGHFLVLRQPDNLQJ










VKDUHV ZRXOG EH SUR UDWD WR WKH DPRXQW RI RWKHU FODLPV RI HTXDO
SULRULW\7KHH[HUFLVHSULFHZRXOGEHHTXDOWRWKHIDFHYDOXHRIDQ
HTXDO SURSRUWLRQ RI DOO VHQLRU FODLPV














FODLPDQWV PD\ VXIIHU IURP OLTXLGLW\SUREOHPV ZKLFK SUHYHQW WKHP
IURPH[HUFLVLQJWKHLURSWLRQV7RDFHUWDLQH[WHQWVXFKOLTXLGLW\DQG
LQIRUPDWLRQ SUREOHPV PD\ EH VROYHG E\ FODLP WUDGLQJ %HEFKXN














EHQHILW RI VROYLQJ WR D ODUJH H[WHQW WKH DXFWLRQHHU
V LQFHQWLYH
SUREOHP7KHGHFLVLRQZKLFKELGLVWREHDFFHSWHGLVWDNHQE\WKH
SDUWLHV ZKR FRQVLGHU WKHPVHOYHV WR EH WKH UHVLGXDO FODLPDQWV












GHFLVLRQV DQG WKHUHE\ PLWLJDWH RQJRLQJ ILQDQFLDO DJHQF\ FRVWV
6FKZDUW]2QWKLVEDVLVDQ\ LQWHUIHUHQFH ZLWK SUHH[LVWLQJ
SULRULW\FRQWUDFWVZRXOGUHGXFHWKHLUDELOLW\WRGRVRDQGKHQFHEH










WKH FRVWV JHQHUDWHG E\ SHUYHUVH PDQDJHULDO DQGRU VKDUHKROGHU
LQFHQWLYHVLQWKHSHULRGLPPHGLDWHO\EHIRUHDGHIDXOWRFFXUV:KLOVWLW
LVWUXHWKDWZHDOWKLQH[SHFWHGYDOXHWHUPVFDQEHWUDQVIHUUHGIURP
FUHGLWRUV WR VKDUHKROGHUV DW DQ\ WLPH WKH LQFHQWLYHV WR GR WKLV DUH
OLNHO\WRLQWHQVLI\LQWKH µWZLOLJKW¶SHULRGSULRUWRGHIDXOW6ROYHQW
ILUPV QHHG WR UHWXUQ WR WKH PDUNHW IRU IXWXUH IXQGLQJ DQG VR
UHSXWDWLRQLVDQLPSRUWDQW²DUJXDEO\WKHPRVWLPSRUWDQW²FRQVWUDLQW





ORQJHU SURYLGH DQ HIIHFWLYH GHWHUUHQW WR RSSRUWXQLVP :KLQFRS

+RZHYHU WKHUH DUH D YDULHW\ RI UHJXODWRU\PHFKDQLVPV ZKLFK FDQ
DVVLVWLQGHWHUULQJRSSRUWXQLVWLFEHKDYLRXUXQGHUWKHVHFLUFXPVWDQFHV
7KHVHFDQEHFDWHJRULVHGDFFRUGLQJWRHIIHFWWKRVHZKLFKDPHOLRUDWH
WKH LQFHQWLYHV RI VKDUHKROGHUV DQG WKRVH ZKLFK DFW GLUHFWO\ RQ
PDQDJHUV¶LQFHQWLYHV7KH\FDQDOVREHGLYLGHGLQWRWKRVHZKLFKDUH
PDQGDWRU\LQRWKHUZRUGVSDUWRIWKHEDFNJURXQGWRDQ\FRUSRUDWH















,I WKH\ DUH UDWLRQDO WKH\ ZLOO LQVLVW RQ FUHGLEOH HYLGHQFH IURP
PDQDJHPHQWDERXWWKHHIIHFWVRIWKHSURMHFWRQWKHILUP
VYDOXHDQG
SULFH WKH WHUPV RI WKHLU LQYHVWPHQW DFFRUGLQJO\ $OWHUQDWLYHO\
PDQDJHPHQWPLJKWVHHNWRUHQHJRWLDWHWKHWHUPVRIWKHRULJLQDOORDQ
(LWKHU ZD\ PDQDJHPHQWDUH HQFRXUDJHG RQO\ WR WDNH RQ SURMHFWV
ZKLFKKDYHDSRVLWLYHQHWSUHVHQWYDOXH+DUW
￿￿





















H[WHQW GHWHUPLQHG E\ WKH SULRULWLHV V\VWHP RI WKH ODZ UHODWLQJ WR
SURSHUO\SHUIHFWHGVHFXULW\LQWHUHVWVUDQNEHKLQGWKHHDUOLHUVHFXUHG
FUHGLWRU )XUWKHUPRUH EHFDXVH WKH HQIRUFHPHQW LV QRQMXGLFLDO WKH
XVHRIVHFXULW\UHPRYHVWKHQHHGWRYHULI\DEUHDFKRIFRYHQDQWWRWKH
FRXUW6FKZDUW]6FRWW7KLVPDNHV
WKH FRYHQDQW PRUH HIIHFWLYH DV WKH VKRUWHU FUHGLWRU UHVSRQVH WLPH








DVVHWV ZKLFK KDYH EHHQ WUDQVIHUUHG DZD\ PD\ EH UHWURVSHFWLYHO\
UHVWRUHG WR WKH GHEWRU¶V HVWDWH ZKHQ LQVROYHQF\ SURFHHGLQJV
VXSHUYHQH
7KH SURYLVLRQV VHUYH D YDULHW\ RI IXQFWLRQV2Q WKH RQH KDQG
SUHIHUHQFHODZDQGWKHDVVRFLDWHG8.SURYLVLRQVWULNLQJGRZQµODWH
YDOXH¶ IORDWLQJ FKDUJHV LV WKRXJKW WR H[WHQG LQVROYHQF\ ODZ¶V
FROOHFWLYLVLQJIHDWXUHWRWKHSHULRGEHIRUHLQVROYHQF\
￿￿DQGKHQFHWR
GHWHU DQ\ LQGLYLGXDO FUHGLWRUV IURP WDNLQJ VWHSV WR HQIRUFH DJDLQVW
DVVHWVOHVWWKHLUUHFRYHULHVEHVXEMHFWWRDQDFWLRQE\WKHOLTXLGDWRURU
DGPLQLVWUDWRU -DFNVRQ  3UHQWLFH  7KDW VDLG WKLV














DVVHWV WR DQ DVVRFLDWH VLPSO\ WR SXW WKHP EH\RQG WKH UHDFK RI






DQG LWV VWDWXWRU\ FRXQWHUSDUWV SODFHV UHVWULFWLRQV RQ ILUPV¶ DELOLW\
PDNH GLVWULEXWLRQV WR WKHLU VKDUHKROGHUV
￿￿ 7KLV FDQ EH VHHQ DV D












GLUHFWHG DW PLQLPLVLQJ WKH LPSDFW RI SUHGHIDXOW LQFHQWLYHV RQ











WDNH FUHGLWRUV¶ LQWHUHVWV LQWR DFFRXQW ,Q FRQWUDVW WR WKLV µVWLFN¶
WHFKQLTXHWKH86&KDSWHUSURFHGXUHPLJKWEHVHHQDVRIIHULQJ
GLUHFWRUVDQGVKDUHKROGHUVRIWURXEOHGILUPVDµFDUURW¶LQRUGHUWR
PLQLPLVH ILQDQFLDO DJHQF\ FRVWV &KDSWHU  DOORZV WKH LQFXPEHQW
PDQDJHPHQWWRFRQWLQXHUXQQLQJWKHGHEWRUILUPIUHHRILQWHUIHUHQFH
E\ FUHGLWRU FODLPV :KDW LV PRUH WKH VWUXFWXUH RI WKH &KDSWHU 
SURFHVVSXWVHTXLW\LQDVWURQJEDUJDLQLQJSRVLWLRQDOORZLQJWKHPWR
H[WUDFWFRQFHVVLRQVIURPFUHGLWRUVDVWKHSULFHIRUQRWGHOD\LQJWKH











SURFHHGLQJV LV SRVLWLYHO\ FRUUHODWHG WR WKDW WKH SRVVLELOLWLHV IRU
PLVLQYHVWPHQW LQ WKH ILYH \HDUV OHDGLQJ XS WR ILQDQFLDO GLVWUHVV
￿￿
7KHUH LV D WHQVLRQ EHWZHHQ WKHVH FODLPV DQG WKH DUJXPHQW QRWHG
HDUOLHU WKDW LQVROYHQF\ ODZ VKRXOG VLPSO\ SUHVHUYH SUHLQVROYHQF\
SULRULWLHV2QWKHODWWHUYLHZVXFKGHYLDWLRQVIURPµDEVROXWHSULRULW\¶








LWV WUDQVIRUPDWLRQ RI FUHGLWRUV¶ ULJKWV IURP LQGLYLGXDO WR FROOHFWLYH















WDNHQ ZHOO EHIRUH LQVROYHQF\ SURFHHGLQJV FRPPHQFHG KHQFH
XVXUSLQJ WKHLU DX[LOLDU\ VWDWXV DQG LQ FDVHV ZKHUH WKLV ZDV QRW
QHFHVVDULO\LQWKHLQWHUHVWVRIWKHPDMRULW\RIWKHFUHGLWRUV7KLVZRXOG
XSVHWWKHFROOHFWLYHQDWXUHRIWKHLQVROYHQF\UHJLPHVXFKVDIHJXDUGV
DUH LQWHQGHG WR VXSSRUW 7KLV UDWLRQDOLVDWLRQ FDQ H[SODLQ ZK\
HQIRUFHPHQWRIPDQ\RIWKHVHSURYLVLRQVLVPHGLDWHGWKURXJKH[SRVW














GLIIHUHQW DSDUW IURP WKH VSHHG DW ZKLFK LW WDNHV SODFH IURP DQ
XQVHFXUHGFUHGLWRUWDNLQJHQIRUFHPHQWDFWLRQDJDLQVWDVROYHQWGHEWRU
:KHUHVHFXULW\LQWHUHVWV PDNH D VLJQLILFDQW GLIIHUHQFH LV ZKHQ WKH
GHEWRU LV LQVROYHQW 8QGHU WKHVH FLUFXPVWDQFHV DOORZLQJ VHFXUHG
FUHGLWRUVWRUHWDLQWKHLUULJKWWRFRQWUROWKHFKDUJHGDVVHWVZRXOGOHDG
WR LQHIILFLHQW GLVPHPEHUPHQW RI WKH GHEWRU¶V EXVLQHVV ZLWK RQH
H[FHSWLRQZKHUHWKHFKDUJHLWVHOIFRYHUVWKHHQWLUHW\RIWKHEXVLQHVV
86FRUSRUDWHLQVROYHQF\ODZVWD\VDOOHQIRUFHPHQWDFWLRQE\VHFXUHG







RI LWV LPSRUWDQW RQHV L WKH SRVVLELOLW\ RI VROYLQJ WKH SULVRQHU¶V
GLOHPPD WKURXJK H[ DQWH FRQWUDFWLQJ LL WKH UROH RI QRQOHJDO
PHFKDQLVPV IRU VROYLQJ FRPPRQ SRRO SUREOHPV DQG LLL WKH





KDV FRPPHQFHG $W WKLV SRLQW FUHGLWRUV ZLWK RQO\ LQGLYLGXDO
HQIRUFHPHQW ULJKWV ZRXOG FHUWDLQO\ IDFH D SULVRQHU¶V GLOHPPD





RQFH GLVWUHVV DQG WKH GLOHPPD KDV FRPPHQFHG D QXPEHU RI
VFKRODUVKDYHSRLQWHGRXWWKDWWKHUHLVQRVXFKGLOHPPDDWWKHWLPH
IXQGVDUHDGYDQFHG5DVPXVVHQ$GOHU6FKZDUW]
7KXV LW PLJKW EH SRVVLEOH IRU WKH WR ZULWH D FRQWUDFW DPRQJVW
WKHPVHOYHVRUWRVLJQXSWRWKHWHUPVRIDFRQWUDFWRIIHUHGE\WKH
GHEWRUILUP
)RUH[DPSOHD PDMRULW\ YRWLQJ SURYLVLRQ PLJKW EH LQFOXGHG LQ DQ
LVVXHRIERQGVRUDV\QGLFDWHGORDQ,WZRXOGWKHRUHWLFDOO\EHSRVVLEOH
IRUILUPVWRSURYLGHWKDWGHEWFODLPDQWVVKRXOGKDYHQRLQGLYLGXDO






UHWXUQV WR WKH IRUPHU FUHGLWRUV ZLWK WKH ORZHVW SULRULW\ UDQNLQJ










LQGLYLGXDO H[HFXWLRQ UHPHGLHV RU IRU WKH ILUP WR HQWHU LQVROYHQF\
SURFHHGLQJV6FKZDUW]7KXVKROGHUVRIGHEWZKLFKLVZLWKLQ












LWVHOI LQWR DQ LQVROYHQF\UHJLPH ZKLFK ELQGV QRW RQO\ WKH RULJLQDO
SDUWLHVEXWDOOSRVVLEOHVXEVHTXHQWFUHGLWRUV7KHQRUPDWLYHDUJXPHQW





6XFK SURSRVDOV DUH QRW WKHPVHOYHV XQSUREOHPDWLF )LUVW WKHUH DUH
OLNHO\WREHIDLOXUHVLQWKHPHFKDQLVPE\ZKLFKWKHFKRLFHLVWRWDNH
SODFH 0DQ\RIWKHSURSRVDOVDVVXPHHIILFLHQWFDSLWDO PDUNHWV DQG
DUJXH IURP WKHUH WKDW JLYLQJ WKH FKRLFH WR WKH GHEWRU¶V LQLWLDO
LQFRUSRUDWRUV ZRXOG HQVXUH WKDW WKH FRVWPLQLPLVLQJ SURFHGXUH LV










VRPH VXSSRUW IRU WKH WKHVLV WKDW WKLV VRUW RI HIIHFW PD\ RFFXU
(LFKHQJUHHQDQG0RG\
￿￿
$ PXOWLSOLFLW\ RI SRWHQWLDO VHWV RI UXOHV ZRXOG QHFHVVDULO\ DOVR
LQFUHDVHWKHGLUHFWFRVWVRILQVROYHQF\DQGUHODWHGWUDQVDFWLRQV/HJDO
IHHVZRXOGLQFUHDVHWRUHIOHFWWKHIDFWWKDWODZ\HUVZLOOQHHGWREH
IDPLOLDU ZLWK PXOWLSOH UHJLPHV +RZHYHU RQH ZRXOG KRSH WKDW
FRPSHWLWLRQLQWKHPDUNHWIRUOHJDOVHUYLFHVZRXOGGULYHODZ\HUVWR
JHQHUDWHJUHDWHUHIILFLHQFLHVLQWKHZD\LQZKLFKWKHLUXQGHUVWDQGLQJ




VXFK D SURFHGXUH H[ DQWH PD\ EH SURKLELWLYH DV PD\ EH WKH
RSSRUWXQLW\ FRVWV LI LW WXUQV RXW WR EH LQDSSURSULDWH %\ SURYLGLQJ
ILUPVZLWKWKHDELOLW\WRVHOHFWDPRQJVWDZLGHUDQJHRILQVROYHQF\
UHJLPHV WKH SRVVLELOLW\ RI D VHYHUH PLVPDWFK EHWZHHQ QHHGV DQG
DSSOLFDEOH SURFHGXUH LV OLNHO\ WR EH LQFUHDVHG )XUWKHUPRUH ILUPV¶
EXVLQHVVILQDQFHDQGRUJDQLVDWLRQDOVWUXFWXUHPD\FKDQJHRYHUWLPH
DQG KHQFH D FKRVHQ LQVROYHQF\ UHJLPH HYHQLI DSSURSULDWH DW WKH
RXWVHWPD\FHDVHWREHVRH[SRVW
 1RQOHJDOVROXWLRQVWRWKHFRPPRQSRROSUREOHP





VLJQLILFDQWFUHGLWRU7KLVLVLQIDFW ZKDWKDSSHQVZLWK PDQ\ VPDOO
ILUPV ZKR VRXUFH PRVW RI WKHLU ERUURZLQJ ZLWK D VLQJOH EDQN
$UPRXUDQG)ULVE\
￿￿
$OWHUQDWLYHO\ PXFK UHFHQW ODZDQGHFRQRPLFV VFKRODUVKLS KDV
GHYRWHGLWVHOIWRSRLQWLQJRXWWKDWDFWLRQVFDQEHDIIHFWHGQRWMXVWE\
WKHµSULFH¶VLJQDOVVHQWE\ ODZ EXW DOVR E\ VRFLDO QRUPV ZKHWKHU





ZRUG ERUURZLQJ VLWXDWLRQV WKHVH DUH XQOLNHO\ WR EH D FRPSOHWH
VXEVWLWXWH IRU FROOHFWLYH OHJDO SURFHGXUHV VLPSO\ EHFDXVH OHJDO
V\VWHPV GR QRW RIIHU LQGLYLGXDO HQIRUFHPHQW PHFKDQLVPV ZLWKRXW
FROOHFWLYH LQVROYHQF\ SURFHGXUHV
￿￿ 7KHLU UROH LV PRUH OLNHO\ WR EH
DSSDUHQWHLWKHULQUHGXFLQJWKHFRVWVRIEDUJDLQLQJZLWKLQLQVROYHQF\





ZLOO GLUHFWO\ DIIHFW WKH HIILFLHQF\ RI WKH SURFHVV 7KLV DVVXPSWLRQ
EHOLHVDWKLUGOLPLWDWLRQRIWKHFRPPRQSRROPRGHOLWQHJOHFWVWKH













LQVROYHQF\ SURFHGXUH $VVXPH WKDW WKH SURFHGXUH PD\ EH LQYRNHG
XQLODWHUDOO\E\WKHGHEWRURUDQ\FUHGLWRU









'LDJUDP  VKRZV WKH LQLWLDO HQIRUFHFRRSHUDWH JDPH LQ H[WHQVLYH










ZKHUH ERWK SOD\HUV KDYH SUHYLRXVO\ SOD\HG µHQIRUFH¶ VWUDWHJ\ ,
ZHDNO\ GRPLQDWHVz, IRU ERWK SOD\HUV DQG ZH ZRXOG H[SHFW WR
REVHUYHLQVROYHQF\SURFHHGLQJVWDNLQJSODFH\LHOGLQJSD\RIIVRI 

￿￿ ,Q WKH WZR µPLGGOH¶VXEJDPHV²ZKHUH RQH SOD\HU KDV SOD\HG
µHQIRUFH¶DQGWKHRWKHUµFRRSHUDWH¶²LWZLOODOZD\VEHLQWKHLQWHUHVWV
RIWKHFRRSHUDWRUWRSOD\,+HQFHWKHSOD\HUVZLOODJDLQUHFHLYH 















DVVXPHG LQ WKLV H[DPSOH 7KXV WKH FKRLFH EHWZHHQ ZRUNRXWV DQG
IRUPDOSURFHHGLQJVZLOOGHSHQGRQWKHUHODWLYHFRVWVRIHDFK0DUNHW
QRUPVDQGFUHGLWRUFRQFHQWUDWLRQKDYHDQLPSRUWDQWUROHWRSOD\LQ









8. PDNHV WKH GHEDWH DERXW LQVROYHQF\ SROLF\ SDUWLFXODUO\ WRSLFDO
7KLVSDSHUKDVVRXJKWWRSURYLGHDQRYHUYLHZRIWKHFRQWULEXWLRQV




LQWHUHVW $Q DSSUHFLDWLRQ RI WKH FRVWV RI ILQDQFLDO GLVWUHVV DQG WKH
LQFHQWLYH HIIHFWV RI YDULRXV OHJDO UHVSRQVHV LV VXUHO\ DQ LPSRUWDQW




XQDEOH WR SD\ RQH

















EUHDFK RI DQ\ RWKHU WHUP RI D ORDQ FRYHQDQW ± IRU H[DPSOH
SURYLVLRQV UHODWLQJ WR WKH SURYLVLRQ RI LQIRUPDWLRQ RU WKH
PDLQWHQDQFH RI ILQDQFLDO UDWLRV %HOFKHU DOVR GLVFXVVHV DQ




EHLQVROYHQWLQWKHEDODQFHVKHHW VHQVH +RZHYHU DFFRXQWLQJ
PHDVXUHVDUHEDVHGRQKLVWRULFFRVWDQGV\VWHPDWLFDOO\ELDVHG
WRZDUGVXQGHUYDOXDWLRQLQRUGHUWRSURPRWHSUXGHQFHLQWKHIDFH




























VXEVHTXHQW UHYLHZ RQ D FUHGLWRU¶V SHWLWLRQ LELG V  )RU





$GPLQLVWUDWRUV DQG DGPLQLVWUDWLYH UHFHLYHUV KDYH SRZHU WR
ERUURZRQWKHFRPSDQ\¶VEHKDOIZKLFKZLOOUDQNDVµH[SHQVHV¶




FRPPHQFH DQ LQYROXQWDU\ FDVH XQGHU &KDSWHU  WKH SHWLWLRQ
























 SHU 3HQQ\FXLFN - DW  5H &DPEXUQ 3HWUROHXP
3URGXFWV/WG>@$OO(5SHWLWLRQIRUZLQGLQJXS
￿￿￿ $OO RIILFHKROGHUV RZH ILGXFLDU\ GXWLHV QRPLQDOO\ WR WKH
FRPSDQ\EXWWKHFRQWHQWRIWKHµLQWHUHVWVRIWKHFRPSDQ\¶LV
GLIIHUHQW LQ HDFK FDVH )RU DQ DGPLQLVWUDWRU LW ZLOO EH WKH
LQWHUHVWV RI DOO FUHGLWRUV IRU D OLTXLGDWRU WKRVH RI XQVHFXUHG






















UHKDELOLWDWLRQ RI GLVWUHVVHG GHEWRUV ZKLFK PLJKW FRQIOLFW ZLWK
FUHGLWRUV¶ UHWXUQV VHH HJ &DUUXWKHUV +DOOLGD\ DQG 3DUURWW

￿￿￿ 7KLVOLVWLVE\QRPHDQVH[KDXVWLYH)RUPXFKIXOOHUGLVFXVVLRQ
RI WKH YDULRXV QRUPDWLYH SRVLWLRQV LQ WKH GHEDWH VHH )LQFK

￿￿￿ ,QGHHG )LQFK  LV SHVVLPLVWLF DERXW WKH SURVSHFWV IRU
RSHUDWLRQDOLVLQJ .RURENLQ¶V IUDPHZRUN FRQVLGHULQJ WKDW LWV




















 86ILUPV ZKLFK ILOHG IRU &KDSWHU  EHWZHHQ  DQG
7KHPHGLDQGLUHFWFRVWVDPRXQWHGWRRIWKHWRWDO
ERRN YDOXH RI WKH DVVHWV RI ILUPV DW ILOLQJ :KHUH ILUPV DUH
UHVWUXFWXUHG RXW RI FRXUW WKH GLUHFW FRVWV DSSHDU WR EH HYHQ
ORZHU*LOVRQHWDOREWDLQHGHVWLPDWHVRIWKH
GLUHFWFRVWVRIµZRUNRXWV¶XQGHUJRQHE\86ILUPVGXULQJWKH














WKHLU VDPSOH RI  KLJKO\ OHYHUDJHG WUDQVDFWLRQV WKDW EHFDPH
ILQDQFLDOO\GLVWUHVVHG+RZHYHUIXUWKHULQGLUHFWVXSSRUWIRUWKH
H[LVWHQFHRIILQDQFLDODJHQF\FRVWVFRPHVIURPWKHREVHUYHGXVH
RI ORDQ FRYHQDQWV HJ 6PLWK DQG :DUQHU  WKH



















ILUP 7KH LQWXLWLRQ LV WKDW WKURXJK UHWDLQLQJ D PLQRULW\






JRLQJFRQFHUQ RU D EUHDNXS EDVLV 6WU|PEHUJ
V VDPSOH RI
6ZHGLVK OLTXLGDWLRQV VKRZ WKDW ILUPV DUH RIWHQ VROG EDFN WR
LQFXPEHQWPDQDJHPHQWDQGWKDWWKLVRFFXUVLQFLUFXPVWDQFHV
ZKHUH WKH DELOLW\ RI PDQDJHPHQW SOXV WKH ILQDQFLQJ EDQN WR
H[WUDFWYDOXHIURPMXQLRUFODLPDQWVLVPD[LPLVHG
￿￿￿ ,Q WKH 86 EDQNUXSWF\ ODZ GRFWULQH DVVHUWV WKDW PDUNHWV
µV\VWHPDWLFDOO\XQGHUYDOXH¶ILUPVLQUHRUJDQLVDWLRQSURFHHGLQJV
OHDGLQJMXGJHVWRGLVWUXVWPDUNHWYDOXDWLRQHYLGHQFHDQGFRQILUP
SODQV FRQWDLQLQJ LQIODWHG ILJXUHV :KLOVW WKH XQGHUYDOXDWLRQ
SUREOHPPD\EHUHDOLQWKHFDVHRIVPDOOILUPVZLWKWKLQPDUNHWV
IRU WKHLU VHFXULWLHV WKLV LV QRW WKH FDVH IRU ODUJH ILUPV DV
HYLGHQFHGE\VRPHHDUO\HPSLULFDOZRUNFLWHGE\5RH
￿￿￿ 6WU|PEHUJ  SURYLGHV VRPH HPSLULFDO VXSSRUW IRU WKLV
SUHGLFWLRQ+LVGDWDVKRZWKDWOLTXLGDWLRQYDOXHGHFUHDVHVZLWK
WKH LQGHEWHGQHVV RI WKH ILUP
















































UHFRYHUHGE\ FUHGLWRUV :HLVV  VWXGLHG  SXEOLF ILUPV
ILOLQJIRU&KDSWHUGXULQJ+HIRXQGYLRODWLRQVRI
SUHLQVROYHQF\ SULRULWLHV LQ  RI FDVHV ,Q  FDVHV HTXLW\
UHFHLYHGPRUHWKDQRIWKHUHRUJDQLVHGILUP
VYDOXH2WKHU
VWXGLHV ILQGLQJ GHYLDWLRQV IURP SUHLQVROYHQF\ SULRULWLHV DUH
(EHUKDUGW HW DO   DQG )UDQNV DQG 7RURXV 
:KLWHEDJJUHJDWHVWKHILQGLQJVRIDQXPEHURI
VWXGLHVWRVKRZWKDWHTXLW\UHFHLYHDPLQLPXPRIDURXQGRI
WKH YDOXH RI FUHGLWRUV


























￿￿￿ 1HJDWLYH SOHGJH FODXVHV PLJKW EH XVHG WR SURYLGH WKDW VXFK
EHKDYLRXU ZRXOG FRQVWLWXWH DQ DXWRPDWLF HYHQW RI GHIDXOW
WKHUHE\ SURYLGLQJ DQ HIIHFWLYH 
ORFNLQ












%HEFKXN DQG )HUUHOO DUJXH WKDW PDQDJHUV WHQG WR SUHIHU WR
LQFRUSRUDWHLQMXULVGLFWLRQVZKHUHVXFKSURYLVLRQVDUHSUHYDOHQW









ZLWK µFRQWUDFWXDO¶ SURFHGXUHV LQ WKH GHEWRU¶V FRQVWLWXWLRQ LV
PHUHO\DVKLIWIURPRQHIRUPRIOHJDOUXOHWRDQRWKHU
￿￿￿ (QJOLVKODZDOORZVWKHGHEWRUILUPWRJUDQWVXFKDFUHGLWRUWKH
ULJKWV WR FRQWURO LQVROYHQF\ SURFHHGLQJV WKURXJK WKH
DGPLQLVWUDWLYHUHFHLYHUVKLSSURFHGXUH
￿￿￿ /HQGLQJ UHODWLRQVKLSV GR VRPHWLPHV RSHUDWH LQ FLUFXPVWDQFHV

















 5RZHQIRUFHV  5RZFRRSHUDWHV
&ROHQIRUFHV &ROFRRSHUDWHV &ROHQIRUFHV&ROFRRSHUDWHV
, z, ,   z , ,z,  ,z,
,   ,   ,   ,  















































































































  µ$ 5HH[DPLQDWLRQ RI 1HDU%DQNUXSWF\ ,QYHVWPHQW
,QFHQWLYHV¶8QLYHUVLW\RI&KLFDJR/DZ5HYLHZ
$JKLRQ 3KLOLSSH +DUW 2OLYHU DQG 0RRUH -RKQ  µ7KH




$QGUDGH *UHJRU DQG .DSODQ 6WHYHQ 1  µ+RZ &RVWO\ LV
)LQDQFLDO 1RW (FRQRPLF 'LVWUHVV" (YLGHQFH )URP+LJKO\
/HYHUDJHG7UDQVDFWLRQVWKDW%HFDPH'LVWUHVVHG¶-RXUQDORI
)LQDQFH
$UPRXU -RKQ  µ6KDUH &DSLWDO DQG &UHGLWRU 3URWHFWLRQ
(IILFLHQW5XOHVIRUD0RGHUQ&RPSDQ\/DZ"¶0RGHUQ/DZ
5HYLHZ
 DQG'HDNLQ 6LPRQ  µ1RUPV LQ 3ULYDWH ,QVROYHQF\ 7KH
µ/RQGRQ $SSURDFK WR WKH 5HVROXWLRQ RI )LQDQFLDO 'LVWUHVV¶




%DLUG 'RXJODV *  µ7KH 8QHDV\ &DVH IRU &RUSRUDWH
5HRUJDQLVDWLRQV¶-RXUQDORI/HJDO6WXGLHV









$GHTXDWH 3URWHFWLRQ RI 6HFXUHG &UHGLWRUV LQ %DQNUXSWF\¶ 
8QLYHUVLW\RI&KLFDJR/DZ5HYLHZ









%HEFKXN /XFLHQ $\UH  µ$ 1HZ $SSURDFK WR &RUSRUDWH
5HRUJDQL]DWLRQV¶+DUYDUG/DZ5HYLHZ
µ&KDSWHU¶LQ1HZPDQ3HWHUHG7KH1HZ3DOJUDYH
'LFWLRQDU\ 2I (FRQRPLFV $QG 7KH /DZ %DVLQJVWRNH
0DFPLOODQ
DQG&KDQJ+RZDUGµ%DUJDLQLQJDQGWKH'LYLVLRQRI9DOXH
LQ &RUSRUDWH5HRUJDQL]DWLRQ¶ -RXUQDO RI /DZ (FRQRPLFV
DQG2UJDQL]DWLRQ
DQG)HUUHOO$OOHQ  µ)HGHUDOLVP DQG7DNHRYHU /DZ 7KH
5DFH WR 3URWHFW 0DQDJHUV IURP7DNHRYHUV¶ 1%(5 :RUNLQJ
3DSHU





  µ7KH $PHULFDQ 6WD\¶  6RXWKHUQ &DOLIRUQLD
,QWHUGLVFLSOLQDU\/DZ-RXUQDO





RI %DQNUXSWF\ 3URFHGXUHV¶ (XURSHDQ (FRQRPLF 5HYLHZ

'DLJOH .DWKHULQH + DQG 0DORQH\ 0LFKDHO 7  µ5HVLGXDO




(EHUKDUGW $OODQ 0RRUH :LOOLDP DQG5RHQIHOGW 5RGQH\ 
µ6HFXULW\ 3ULFLQJ DQG 'HYLDWLRQV IURP WKH $EVROXWH 3ULRULW\
5XOHLQ%DQNUXSWF\3URFHHGLQJV¶-RXUQDORI)LQDQFH






)UDQNV -XOLDQ 5 DQG7RURXV :DOWHU 1  µ$Q (PSLULFDO
,QYHVWLJDWLRQ RI 86 )LUPV LQ5HRUJDQL]DWLRQ¶ -RXUQDO RI
)LQDQFH
*HUWQHU 5REHUW DQG 6FKDUIVWHLQ 'DYLG  µ$ 7KHRU\ RI
:RUNRXWVDQGWKH(IIHFWVRI5HRUJDQL]DWLRQ/DZ¶-RXUQDORI
)LQDQFH
*LOVRQ 6WXDUW &  µ0DQDJHPHQW 7XUQRYHU DQG )LQDQFLDO
'LVWUHVV¶-RXUQDORI)LQDQFLDO(FRQRPLFV




 DQG 9HWVX\SHQV 0LFKDHO 5  µ&UHGLWRU &RQWURO LQ







*URVV .DUHQ  )DLOXUH DQG )RUJLYHQHVV 5HEDODQFLQJ WKH
%DQNUXSWF\6\VWHP1HZ+DYHQ<DOH8QLYHUVLW\3UHVV
+DUW 2OLYHU  )LUPV &RQWUDFWV DQG )LQDQFLDO 6WUXFWXUH
2[IRUG&ODUHQGRQ3UHVV
,VHUQ)HOLX 6DQWLDJR  µ/RDQ &RYHQDQWV 1HJRWLDWLRQ DQG
&RPSOLDQFH¶3UDFWLFDO/DZIRU&RPSDQLHV
-DFNVRQ 7KRPDV +  µ%DQNUXSWF\ 1RQ%DQNUXSWF\
(QWLWOHPHQWVDQGWKH&UHGLWRUV¶%DUJDLQ¶<DOH/DZ-RXUQDO

  µ$YRLGLQJ 3RZHUV LQ %DQNUXSWF\¶ 6WDQIRUG /DZ
5HYLHZ
 7KH /RJLF DQG /LPLWV RI %DQNUXSWF\ &DPEULGJH 0$
+DUYDUG83
-HQVHQ0LFKDHO&DQG0HFNOLQJ:LOOLDP+µ7KHRU\RIWKH
)LUP 0DQDJHULDO %HKDYLRXU $JHQF\ &RVWV DQG 2ZQHUVKLS
6WUXFWXUH¶-RXUQDORI)LQDQFLDO(FRQRPLFV





&KDSWHU  %DQNUXSWFLHV¶ PLPHR 8QLYHUVLW\ RI 0LVVRXUL
&ROXPELDDYDLODEOHIURPKWWSZZZVVUQFRP!
/R3XFNL /\QQ DQG :KLWIRUG :LOOLDP  µ%DUJDLQLQJ 2YHU
(TXLW\
V 6KDUH LQ WKH %DQNUXSWF\ 5HRUJDQL]DWLRQ RI /DUJH
3XEOLFO\+HOG&RPSDQLHV¶8QLYHUVLW\RI3HQQV\OYDQLD/DZ
5HYLHZ





0RNDO 5L]ZDDQ -  µ$Q $JHQF\ &RVW $QDO\VLV RI WKH
:URQJIXO 7UDGLQJ 3URYLVLRQV 5HGLVWULEXWLRQ 3HUYHUVH




3LFNHU 5DQGDOO &  µ6HFXULW\ ,QWHUHVWV 0LVEHKDYLRXU DQG
&RPPRQ3RROV¶8QLYHUVLW\RI&KLFDJR/DZ5HYLHZ










 D µ$Q (VVD\ RQ 2SWLPDO %DQNUXSWF\ 5XOHV DQG 6RFLDO
-XVWLFH¶8QLYHUVLW\RI,OOLQRLV/DZ5HYLHZ
 E µ7KH ([ $QWH (IIHFWV RI %DQNUXSWF\ 5HIRUP RQ
,QYHVWPHQW ,QFHQWLYHV¶  :DVKLQJWRQ 8QLYHUVLW\ /DZ
4XDUWHUO\















6FRWW 5REHUW (  µ7KH 7UXWK$ERXW 6HFXUHG /HQGLQJ¶ 
&RUQHOO/DZ5HYLHZ
6KOHLIHU$QGUHLDQG9LVKQ\5REHUW:µ/LTXLGDWLRQ9DOXH










7ULDQWLV *HRUJH *  µ6HFXUHG 'HEW 8QGHU &RQGLWLRQV RI
,PSHUIHFW,QIRUPDWLRQ¶-RXUQDORI/HJDO6WXGLHV
  µ'HEW )LQDQFLQJ DQG 0RWLYDWLRQ¶  8QLYHUVLW\ RI
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